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\World Export Price for Hot-Rolled Band has Dropped Dramatically

hoar




Rolled Band Spot Prices Are Down in All Markets




ude Steel Production Could Be Down 12% in the Fourth
er of 2008 and 13% in the First Quarter of 2009




Crude Steel Production Will Decline in Every Region of the World




Despite This Dramatic — and Refreshing — Response to the Weaker
Markets, the Mills Will Likely Still Build Inventories




As What We Identified as “The Chill” in April —i.e. a Lack of Buyers —
Has Become a “Deep Freeze” in October

s




d The Dramatic and “Instant” Drop Off In Steel Demand




Last Negative Comparison in Apparent Steel Consumption
was 1998-1999; 2001's ASC was Flat.
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Much Higher Production Costs Will Keep Prices
From Dropping to 1999 Levels

W SD 2008 ver sus 2007 and 2005 World Cost Curvefor Sheet Producers
Hot Rolled Band Operating Costsincluding Over head
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Mills’ Home Market Prices Are Below Their Marginal Cost to
Produce — What WSD Calls a “Death Spiral”

Chinese " Death Spiral" Track
(Hot-rolled band 4.75 mm thick home-market price, dollars per tonne)
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The Steel Industry Entered a “New Continuum” in 2004
and has Revitalized Itself

World Export and USA Hot-Rolled Band Spot Prices

($ per metric tonne)
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Profits Have Soared Despite Higher Raw Material Costs;
The 2H of 2008 EBITDA May Be at Reduced Levels, But Still Good




ents to Support the Theory of a More Friendly Environment
for Non-Chinese Steel Sheet Mills




olidation — “Merger Mania” as WSD Calls It — Has Been
Good For the Steel Industry




Recent Acquisitions of Steelmakers

Transaction Transaction Value/
Announcement Date Target Acquirer Value 2007P EBITDA Capacity




- WORLD STEEL DYNAMICS
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© Producers Controlled 60%
of Total:

Bethlehem
National

Producers Controlled 60%
of Total:
Arcelor/Mittal
Nucor
USS




Steelmakers Evolving and Consolidating
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The Tyranny of Large Numbers Cause Metallics
to be the Key Challenge for Steelmakers




Where Will the Metallics Come From?

RECOVERY
RATIO
(right sale)
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e In Scrap Prices Increased the “Easy to Mine” Scrap




ge, the Steel Scrap Reservoir Grows 4% per Year




rap Recovery Rates in the Near-Term Mean Lower Long-
acovery Due to the “Fixed” Nature of the Reservoir




gel “Short”-Age, Scrap Prices Are Likely to be Volatile




USA Shipments Down for 2007, Mexico & Canada Up

Total Shipments of Steel Mill Products
USA, Canada & Mexico

160,000
140,000
120,000
100,000
80,000
60,000
40,000

20,000

Source: AISI & WSD estimates




(%]
(D)
=
@]
+—
c
()
>
e
S
()
4
c
Q
@)
()
O
>
S
Q
n
Q
()
+—
0]




USA Imports Are Relatively Low and Exports Have Increased




tion Shift to EAF Continues, But at a Less Dramatic Pace

Forecast




e Steel Mini-Mill in the 1980s Changed the Geographics
of Where Steel is Made







Avallability of Raw Materials (i.e. Steel) Has Allowed Manufacturing
to Migrate Regionally




Dominance of the East North Central Region Continues to Decline
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Developing World is Becoming More Significant to Global ASC

Developed vs. Developing and Communist World Apparent
Consumption to 2015

Traditional Breakdown — 215t Century
(million metric tonnes)




Growth Rate in Steel Demand to Slow Significantly




China's Steel Consumption Dropping in the Second Half of 2008




Overcapacity Will Ultimately Be “ Self-Contained”




3| Production Turned Down Before the Rest of the World




China's Steel Exports Were Up 20 Million Tonnes in 2007, But Through
August 2008, Are Down 15% (7 million tonnes)

China Steel Monthly Exports Annualized Rate
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High lron Ore Inventories at the Chinese Ports May Have Peaked
Finally. Spot Iron Ore Prices Have Dropped Dramatically.

Ore inventory at
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Imported Indian Ore Retail




lron Ore Imports in the Second Half of 2008 Down 33%




China’'s Coal Exports Have Been Steadily Declining




Rates Hit Peak Levels Due to China’s Iron Ore Buys




Capesize Fleet to Grow by 45%




BRIC Apparent Steel Consumption Forecast




RIC Apparent Steel Consumption Forecast as a
nt of the World’s Apparent Steel Consumption

untries Apparent Steel Use as a Percent of Global ASC

Brazil, Russia & India




Steel Success Strategies Europe Conference

Steel’s Fast New World
Count on the Wor st — Plan for the Best — Exploit the
Unexpected

December 1-3, 2008
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